LLC VS. S-CORP VS.
C-CORP: WHICH ENTITY IS BEST
FOR MY SMALL BUSINESS?

Choosing between an LLC, S-Corp, or C-Corp isn't just about tax forms — it's a strategic decision
that impacts your taxes, liability, funding options, and long-term wealth-building. The right entity
sets you up for growth, positions you for capital opportunities, and protects your most important
investment: your business.

Why This Matters for Your Business as an Investment

Your entity choice is the legal and financial foundation of your company. It shapes how profits are
taxed, how easily you can raise capital, and how protected you are personally. A forward-looking
decision today can reduce taxes, attract investors, and create a smoother path for exit or
succession — building real, lasting value.

3 Actionable Steps to Choose the Right Entity
1. Define Your 3-10 Year Vision

Think beyond the next tax return. Are you planning to scale, bring on partners, or sell?
Your future goals should drive your entity choice.

Why it matters: Proactive planning ensures your entity supports — not hinders — your
growth strategy.

2. Evaluate Tax Efficiency and Cash Flow Impact
LLC: Pass-through taxation, but subject to self-employment taxes.
S-Corp: Potential savings on self-employment taxes with reasonable salary + distributions.

C-Corp: Broader fringe benefits, but double taxation.

Why it matters: An integrated financial perspective aligns your entity structure with cash flow,
payroll, and long-term wealth.

3. Align With Funding and Exit Opportunities

C-Corps attract venture capital more easily; S-Corps and LLCs have ownership
restrictions. Plan for your desired investors and your eventual exit strategy.

Why it matters: Choosing the right structure now prevents costly restructuring later.

Hypothetical Business Story (Fictional illustration — for example purposes only)

Leah started her agency as a single-member LLC, focusing on
helping local restaurants with social media campaigns. After four
years, her client list expanded nationwide, and annual revenue
reached $1.1M. She began hiring remote staff, investing in
advanced analytics tools, and fielding interest from a private
equity group specializing in creative agencies.

In this situation, B.A.A.P. would advise Leah to transition from an
LLC to an S-Corp to reduce self-employment taxes, create a
formal payroll structure, and position her business for a clean due
diligence review. B.A.A.P. would also recommend building a
forward-looking cash flow model and implementing quarterly tax
UG fp Ll f planning. Following this approach, Leah could streamline
géﬂ%ﬁé %?g}?armgfsggng . financial reporting, improve profitability, and be well-prepared to
secure a strategic investment partner — all while avoiding
unexpected tax liabilities or compliance headaches.

B.A.AP. Strategic Advantage

Unlike firms that simply file your paperwork, Business Advisory and Accounting Partners applies
30+ years of tax expertise, 10 years of commmercial banking insight, and early adoption of the
Practice Forward methodology. We integrate entity planning with your tax, operational, and
financing strategies — positioning you to grow and protect your business as your most
important investment.

Next Steps

Get proactive about your business now - Schedule your Advisory Fit Meeting

and ensure your entity structure is working for your future.

Frequently Asked Questions

Q: What is the main difference between an LLC, S-Corp, and C-Corp?
A: An LLC offers flexibility and pass-through taxation, an S-Corp allows tax-efficient owner
compensation, and a C-Corp is ideal for raising outside capital but is subject to double taxation.

Q: Which entity is best for small business owners?
A: It depends on your revenue, growth goals, and funding needs. LLCs work well for flexibility,
S-Corps for tax efficiency, and C-Corps for attracting investors.

Q: Can | change my entity type later?
A: Yes. With proper planning, you can change your entity — ideally timed with tax years and
major business milestones.

Q: How does an S-Corp save on taxes?
A: S-Corp owners can take part of their income as distributions instead of salary, reducing
self-employment tax liability.

Q: Why do investors prefer C-Corps?
A: C-Corps allow unlimited shareholders, multiple stock classes, and foreign ownership, making
them more attractive to venture capital and institutional investors.

Q: Do all entities provide liability protection?
A: Yes, if properly maintained. LLCs, S-Corps, and C-Corps shield personal assets from most
business debts and claims when corporate formalities are followed.

Q: What factors should | consider when choosing an entity?
A: Consider your 3-10 year vision, tax strategy, funding plans, compensation structure,
and exit strategy.

Q: How often should | review my entity choice?
A: At least every 2-3 years, or whenever your business experiences major growth, changes in
ownership, or new investment opportunities.

Q: Do | need both a lawyer and a CPA to decide?
A: A CPA-advisor should lead the financial and tax strategy, with a lawyer handling legal
documents. At B.A.A.P., we coordinate both.

Q: Why choose B.A.A.P. for entity planning?
A: We combine tax expertise, commercial banking experience, and proactive advisory to ensure
your entity choice builds wealth, not just avoids taxes.



